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CHAIRMAN'S LETTER

Dear Shareholder,

With the recent acguisition of anti-cancer technology by licence from Virotarg Pty Ltd the Board has
positioned Psiron as a leading anti-cancer bictech with a worldwide outlook because the patented
technology that it has acquired has that reach.

The Board is considering a name change to reflect this exciting business focus and enormously valuable
anti-cancer technology.

Concomitant with this acquisition Psiron received the invested benefit in the growth of its
investee businesses:

* (Bio Limited entering phase il human ctinical trials in Multiple Sclerosis patients as | write

* Injet Digital Aerosols Limited which signed a worldwide license agreement with Canon Inc of Japan
from which USD $600,000 in upfront payments were received {by IDAL} in the year under review

* Analytica Ltd has changed to a medical technology company, with the first prototype of its Syringe
product expected by end September 2004

To enable you to gauge the significance of these investments {even though two are unlisted}

* PSX owns 800,000 CBio Shares, acguired at a price of $1.00. Current sales are being made at $3.00.
As well, PSX owns 600,000 options with a strike price of $1.00.

* PSX owns 48 million IDAL shares. It is expected that {DAL will be listed on a Foreign Stock Exchange
this coming year.

& PSX owns 45.8 million shares {28.49%) in ASX Listed Analytica and has 3.4 million $0.085 options.

Sorafin™ (psoriasis and atopic dermatitis) is a project that is 100% owned by PSX and entered Phase |
clinical trials in humans. It is difficult to put a vatue on Sorafin at this time so we have decided to place
none except to say that it has demonstrated efficacy in treating psoriasis and together with atopic
dermatitis these markets worldwide are very large. The Company is currently seeking a commercialising
partner for this project.

There is little doubt that the anti-cancer project and its reconfiguration of PSX from an investor to an
anti-cancer biotech will add substantial value to your Company.

It is appropriate now for shareholders to view PSX as an anti-cancer biotech and the Company will now
seek to realise the value of its other investments on an opportunistic basis.

Financiafly, the Company has improved its Bafance Sheet in & profitable manner and as follows:
* Shareholders Funds increased to $8.2 miflion {2003 $3.0 miliion)
e Cash and receivables $3.2 million {2003 $1.4 miilion}

s Profit $0.058 mitlion {$1.4 million loss in 2003). Not much significance shouid be placed on the toss
to profit turnaround which occurred as a conseguence of the application of a rather risible
Accounting Standard.

However the Company's Balance Sheet is now quite strong, its cash position respectable and its
positioning as an anti-cancer biotech makes Psiron shares a very appealing biotech asset to own. The
year ahead is an exciting one for the Company and my co-directors and | are confident of yet further
improvements to the value of your holdings in Psiron Ltd.

Stephen Jones
Chairman

L Anmual Repert 2004




Directors” Report

for the vear ended 30 ,lune‘ 2004

In accorgance with the Corporations Act 2001, the Directors of Psiron Ltd {“the Company”) submit their
report together with the acceunts for the Company for the year ended 30 June 2004 and the
consclidated accounts of the economic entity being the Company and its controlled entities for the year
ended 30 June 2004.

Directors
The names and details of the Company's directors in office at the date of this report are as foliows:

B M Steshen lones: Non-Executive Chairman (appointed 21 November 20000

Mr Jones is a corporate recovery and turn-arcund specialist. He recently retired from a position of
Chairman of Greyhound Pioneer Australia Ltd, a position he held from July 1996 until September 1999.
Initially as CEQ, he took this loss maker to its maiden profit in 1998, Previously, he turned around cradit
card provider International Card Systems Australia Ltd, where he took control and was Executive
Chairman in 1892, feaving the company profitable in 1894. He is Chairman of Analytica Ltd. CBio
Limited, InJet Digital Aerosols Limited, Australian Technology Innovation Fund Limited and Australian
Biofund Limited (Hong Kong) and a former member of the Queensiand Government's innovation Council
and the Bioindustries Advisory Group.

# Ms. Julie Nutting BPhaem, MSe, MBA: CEQ and Director {sppointed 21 November Z000]

Ms Jutie Nutting was appointed CEQ of Psiron Ltd in December 2003. Julie has both private and public
sector experience in the healthcare industry. Jwlie has extensive experience in taking projects through
all phases of clinical study right through to registration and commercialisation. Her technical
background also includes primarily regulatory affairs and health economics.

Ms. Nutting has held senior executive positions at Sandoz Australia Pty Ltd and Covance Pty Ltd where
she was responsible for submissions to the Australian and New Zealand governments for market entry
of new health products. As a healthcare consuitant, she has assisted companies with development
programs for new products and market entry strategies.

The combination of Julie’s scientific background and commercial expertise has enabled
her to successfully negotiate and manage R&D projects, resulting in commercialisation and
licencing agreements.

Complementing her role as CEO of Psiron, Julie is aiso currently a Director of Analytica Ltd and the CRC
for Asthma Ltd. Julie completed an MBA at Macquarie University in 1397.

B M Bryan Dulhunty BEe ACA: Finance Director [proinied 25 July

Mr Dulhunty is a Chartered Accountant with over 25 years corporate experience in emerging small to
medium size public companies, having held the positions of CEG, CFO and Company Secretary.

He is Managing Director of CoSA Pty Ltd which provides Financial Management and Company Secretarial
services to a number of listed and non-fisted biotechnology companies.

Mr Dulhunty's other public company Directorships include Analytica ftd and Injet Digital
Aerosols Limited.

w Annual Report 2004




Directors” Report continued

for the year ended 30 June 2004

B Dr. Wolf Hanisch: Non-Executive Director {apoointed 21 November 2000}

Dr Hanisch's background is in the biotechnology healthcare industry in California and Australia. He has
vast experience in new product and project development and commercialisation and has a thorough
knowledge of associated international reguiatory requirements.

He was directly invoived in the successful initial Public Offering {IPO) of IDEC Pharmaceuticais inc (now
a $7 biltion company) as well as having hagd significant expasure to a number of other {POs through his
links with the California biotechnology and venture community.

He has worked on the clinical development of a number of biotech drugs now approved for use worldwide
including beta-interferon (Betaseron), interleukin {Proleukin}, TNF and monoclonal antibodies.

Dr. Hanisch maintains close contact with the international biotechnology and pharmaceutical industry.
He is CEQ of CBio Limited, an Australian private biotech company currently embarking on Phase # trials for
its biclogic anti-inflammatory, a Director of Analytica Ltd and Australian Technology innovation fund Ltd.

B M Ronald ven der Pluijm B¢, MBA: Non-Executive (appointed director 25 July 2002}

Mr van der Pluijm has a strong background in heaithcare and commerce and has held senior roles in both
large multinational and smaller private companies. He was Manager Business Development, Australia,
New Zealand, Asia and Africa for 3M Pharmaceuticals; Manager, Business Planning and Development at
Alphapharm Pty Ltd and a senior executive of Sandoz (now Novartis). Areas of expertise include regional
partnering agreements, growth strategies and product portfolio development. in 1994 he completed his
MBA in South Korea. He is Managing Director of Analytica Ltd and a director of Injet Digital
Aeroscis Limited.

Principal Activities
The principal activities of the economic entity during the financial year were:
* 1o manage and develop its Sorafin biotechnology asset into Phase il Clinical Trials in humans;

® 10 manage ifs investments in its healthcare businesses, being inlet Digital Aerosois Limited, CBio
Limited and Analytica Ltd, and

* tg focate a major anti-cancer biotech asset for in license, and

* 1o offer a share purchase plan to its shareholders,

Operating Results

The consclidated profit of the economic entity after providing for income tax and extraordinary items
amounted to $58,526 (2003: Loss of $1.370,794).

Diividends Paid or Recommended

No dividends were paid and the Directors did not recommend a dividend to be paid.

Review of Operations

Psiron has continued its plan to build value into its projects and investments and has secured, most
recently, a new anti-cancer project which will turn Psiron into an anti-cancer biotechnology company.

i Annual Report 2004




Directors” Report continued

for the year ended 30 June 2004

In December 2003, Ms julie Nutting was appointed Chief Executive Officer of Psiron Ltd.

Virotarg

In June 2004 Psiron signed an MOU with ViroTarg Pty Limited, and then announced on 4 August that a
licence agreement had been signed for worldwide rights to Virotarg's anticancer therapy {"virotherapy”).
Virotherapy uses viruses to target and destroy cancer cells. These viruses are known as “oncolytic
viruses” ViroTarg's technology covers use of a “wild type” or naturally-occurring virus, the Coxsackie
virus, for potential use as an anticancer treatment. The Coxsackie virus is otherwise associated with the
development of the common cold.

Under the agreement, Psiron will issue $5 million and 22.5 million shares to ViroTarg against
achievement of milestones. Psiron will fund the continuing research and development of the technology
being undertaken at the University of Newcastle under Asscciaste Professor Darren Shafren and
Dr Richard Barry. The potential therapeutic use of oncoiytic viruses in a range of cancers such as
melanoma, breast, prostate, ovarian, colorectal and lymphoid is being studied.

This is a major project for Psiron which will refocus the company as an anticancer company.

Sarafin®™

Following the receipt of an Ausindustry Biotechnology Innovation Fund (BIF) in 2003 to conduct a Phase
i} clinical trial of Sorafin-AD in atopic dermatitis (eczema), the Comgpany arranged manufacture of
ciinical trial treatment supplies and commenced patient enrolment in March 2004. The trial is being
conducted at the Clinical Trial Centre at St Vincents Hospital, Sydney. It compares the efficacy and safety
of Sorafin-AD {auranofin 0.200 and mometasone furoate 0.04%), mometasane 0.1% and vehicle.
Recruitment is expected to wind up in late 2004 with the trial report and results tc become available in
early 2005.

Atopic dermatitis is a chronic inflammatory skin condition characterised by an itchy red rash. Atopic
eczema is very common affecting 2-3% of adults and 10-20% of children. Topical corticosteroids are
the mainstays of treatment of eczema. However use of these agents can result in skin thinning and,
particularly of concern in children, is the risk of hypothalamic-pituitary axis {HPA) suppression. Fear of
steroid side effects also limits the extent of their use in atopic dermatitis {and other skin conditions)
therefore opening a market opportunity for other safer treatments.

The Sorafin technology is the combination of synthetic gold {aurancfin} and a steroid. Pre-clinical
studies have shown that auranofin acts as a steroid-sparing agent. This means that the steroid
concentration can be significantly reduced without impacting on the effectiveness of the treatment.
Therefore the key potential benefit to pattents would be the reduced potential side effects commaon with
prolonged steroid usage in particular for chronic skin diseases such as atopic dermatitis and psoriasis.

The Company has reopened discussions with potentiai commercialisation partners.
The Company owns three sets of patents relating to Sorafin:
* “Topical Gold” which has been granted in all major markets;

* "Synergistic Gold-containing compounds” which has been granted in Australia, China, South Africa,
Hong Kong and Singapere and is in national phase in other countries;

* "A method of preparing a pharmaceutical composition” which has recently entered national phase in
the US, Europe, Japan and Australia.




Directors” Report continuedd

for the year ended 30 june 2004

Anadytics Lad (ALT)

In tine with its growth strategy, during the year, Anafytica identified and acguired the Brewer Retractable
Technology Pty Ltd intellectual property. The technotogy is applicable to syringes, catheters and cannulae
and the development of these products will address the market need for safe equipment to reduce or
eliminate needle stick injury and the risk of infectious disease transmission.

In July 2003 Psiron converted its 8 million preference shares in Analytica to 16 million ordinary shares.
Subsequently, at the March 2004 ALT shareholder meeting, ALT's $1.6 million of debt to PSX was
converted into 18.8 million ordinary shares at 8.5 cents per share and 9.4 million options (8.5 cents
exercise price, expiring 31 Aug 2005) as part of a subsequent rights issue by ALT Following that fund
raising, PSX holds 28.4% of that investee company. These events significantly strengthened Analytica’s
balance sheet and give PSX a liquid investment in that business,

Chio Limited

Chapergnin 10 underwent Phase | clinical trials in Adelaide, the results of which shouid be published
towards the end of 2004. In the 2004-5 financial year, CBio wili commence Phase H studies in multiple
sclerosis, rheumateid arthritis and inflammatory bowel disease.

lridet Digital Aerosols Limited (DALY

Psiron owns approximately 50% of cutstanding capital of IDAL which will decrease to approximately
45% on finalisation of the restructure of that investee business.

On 27th August 2003, IDAL executed a licence agreement with Canon Inc of Japan for its seven patent
families retated to the administration of drugs via inhalation using inkjet printer cartridge technology.

The agreement gives Canon worldwide exclusive rights to deveiop and commercialise the technology, for
which IDAL woutd receive an upfront payment and royalties on Canon's income from the device. To date,
IDAL has received two-thirds of the upfront payment in line with expectations. Rovalties will flow
following commercialisation of the device.

Under the agreement Canon is responsible for completing the development, clinical trialiing and
regulatory approval necessary to get the technology to market.

IDAL received $600,000 in up front licence payments during the year under review. 1DAL has announced
its plans to seek a listing on a foreign stock exchange.

Financials

The balance sheet shows the consolidated shareholder's equity at $8,159,907 (2003: 3,046,131] with net
current assets at $2,653,926 (2003: $965,326).

The company made a Profit of $58,000 by application of rather obverse Accounting Principles. It would
be wrong to consider this profit a maiden profit or for that matter that the company is now profitable
because it is not. Psiron will continue o spend in excess of revenues and be a cash consumer whilst it
gevelops its anti-cancer business.



DYirectors” Report wontinued;

for the year ended 30 june 2004

Significant Changes in the State of Affairs

The following significant changes in the state of affairs of the parent entity occurred during the
financial yearn:

¢ in July 2003 Psiron converted its 8 mitlion preference shares in Anaiytica Ltd to 16 miltion
ordinary shares.

¢ In August 2003, Psiron announced a Share Purchase Plan which was completed in October 2003
raising $1.1 million.

* in December 2003, Ms Jjulle Nutting was appoeinted Chief Executive Officer of the Company.

e in February 2004, Psiron began a Phase {I clinical trial of Sorafin-AD In atopic dermatitis at the
Clinical Trial Centre at St Vincents Hospital in Sydney.

¢ in March 2004 the Company converted its $1.6mitlion loan to Analytica Ltd to 18.8 million ordinary
shares and 9.4 million options in Analytica as part of an underwritten rights issue in May 2004 raising
$4.2 million for the development of the retractable technologies. Psiron now has a 28.49% interest in
Analytica Ltd.

¢ In June 2004 the Company signed an MCU and subsequently in August, a licence agreement for the
cancer treatment intellectual property owned by ViroTarg Pty Lid.

Likely Developments and Likely Results

Psiron will now focus on becoming a major force in the anti-cancer therapeutic area and will now seek
to opportunistically reatise its other biotech investments. The Company will continue to make losses as
it invests in its anti-cancer business.

Matters Subsequent to the End of the Finandial Year

Subsequent to the end of the year Psiron announced the signing of a licence agreement with ViroTarg
Pty Ltd to acguire the inteliectual property relating to use of oncolytic viruses for the treatment of a
range of cancers such as melanoma, breast, prostate, ovarian, gastric, colorectal and lymphoid.

The company aiso placed 13.3 million shares at 13 cents per share, raising $2.5 million on 12th August 2004.

No other matters or circumstances have arisen since the end of the financial year, which significantly
affected or may significantly affect the operations of the economic entity, the results of those operations
or the state of affairs of the economic entity in subsequent financial years.

Meetings of Directors

During the financial year, 14 meetings of Directors were held. Attendances were:

Mr Stephen Jones (Chairman) 14 14
Ms Julie Nutting (CEQ) 14 13
Mr Bryan Duihunty 14 14
Dr Wolf Hanisch 14 12

Mr Ronald van der Pluijm 14 14




Pirectors” Report (continued

for the year ended 30 June 2004

Disclosure relating to directors’ and executive officers’ emoiuments has been included in Note 4 of the
financial report.

Drirectors” and Auditors” indemmification
The Company has not, during or since the financial year, in respect of any person who is or has been
an officer or auditor of the Company or a related body corporate:

* indemnified or made any relevant agreement for indemnifying against a liability incurred as
an officer, including costs and expenses in successfully defending legal proceedings; or

e paid or agreed to pay a premium in respect of a contract insuring against a liability incurred as an
officer for the costs or expenses to defend legal proceedings.

D¥irectors” Interest and Benefits

No Director has since or during the financial year received or become entitled to receive a benefit (other
than a benefit included in the aggregate amount of emoluments received or due and receivable by
Directors shown in the accounts or received as the fixed salary of a full time employee of the economic
entity) by reason of a contract made with the Director, with a firm of which he is a member, or with an
entity in which he has a substantial financial interest by the Company of an entity that the Company
controlied, or a bedy corporate that was related to the company when the contract was made or when
the Director received or became entitied to receive the benefit.

Environmental Regulation and Performance

The diagnestic business of the controlled entity, Analytica Ltd, operates from a TGA approved
manufacturing facitity at Castle Hill in Sydney Australia. The Company must meet strict compliance
guidelines to maintain its TGA licence. Other than this there are no environmental regulations required

to be met by the consolidated entity.

Signed in accordance with a resoiution of the Directors

Stephen Jones
Chairman

Dated: 31st August 2004



Corporate Governance Statement

for the ;‘-'ear ended 30 june 2004

The Board strongly agrees with the Principles of Good Corporate Governance and Best Practice
Recommendations developed by the ASX Corperate Governance Council. The Directors are however
realistic in acknowledging the size and nature of the company and have modified where they deem
applicable the best practice standards as laid down by the ASX. The Best Practice Recommendations not
adopted or specific comments thereon are as follows:

Rote of the Board and Management

The Board is responsible for the Corporate Governance of the Company including the setting and the
maonitoring of the objectives, goals and corporate direction. There are nc forma!l statements as to the
delegated authority of management, however the Board closely interacts with the management of the
Company and has established adequate systems of internal control, assesses, monitors and manages
business risk, and ensures agherence to appropriate ethical standards.

Structure of the Board
Directors’ qualifications and experience are outlined in the Directors’ Report.

Due to the early phase in development of the company the company dees not believe it appropriate to
maintain a structure where there is a majority of independent directors. As the company grows the
structure of the board will change and greater levels of independence reached.

Due to the size of the Company, it is not considered necessary to maintain a3 Nomination Committee.
When a vacancy exists, through whatever cause, or where it is considered that the Board would benefit
from the services of a new director with particular skills, the Board considers candidates with the
appropriste expertise and experience. The Board then appoints the most suitable person who shail hold
office until the cenclusion of the next folfowing annual general meeting of the company and shall be
eligible for election at such annual general meeting. One third of the directors shall retire from office
and be eligible for re-election at every general meeting; and there are no share qualifications for
a director.

Each Director has the right to seek independent professional advice regarding material matters
concerning the Company at the Company's expense after notifying the Chairman.

Ethicat and Responsible Decision-making

The Company does not have a formal code of conduct however it recognises the need for Directors and
employees to observe the highest standards of behaviour and business ethics. Birectors and officers are
expected to act in accordance with the faw and with the highest standards of propriety.

Safequard tntegrity In Financial Reporting

The Company does not have a formally constifuted Audit Committee of the Board of Directors. The Board
undertakes the functions of the Audit Committee, such as the establishment and maintenance of
the framework of internal control and appropriate ethical standsrds for the management of the
economic entity.

Tirnely and Balanced Disclosure

The Board through continuous disclosure, the maintenance of a website, the distribution of the annual
report to all shareholders and the holding of an annual shareholders meeting where shareholders are
encouraged to participate strives to keep sharehalders fully informed of developments within the
company in a cost effective manner.



for the year ended 30 June 2004

Shareholders' Rights

The Company does not have a formal shareholder communications strategy. However the Board is aware
of the importance of effective shareholder communication and makes use of its corporate website and
requests that the External Auditor attends general meetings.

Recognise and Manage Rigk

No formal risk management profites, policies and procedures have been adopted, however the Board
meets on a regular basis and as part of the ongoing review of performance, current and possibie future
business risks are identified. Once a business risk is identified, appropriate action is planned and
instigated by the Board. The resuits of the action plan are constantly reviewed and corrective action is
taken as reguired.

Due to the size of the Company an Internal Audit function has not been implemented.

The Chief Executive Officer and Company Secretary report to the Board on the integrity of financial
statements and the effectiveness of internal compliance and control systems,

Ferformance Enhancement

The Board does nof have a Nomination Committee and has not adopted formal Performance
Enhancement procedures, as the Board undertakes ongcing performance reviews as part of its reguiar
review of Company activities.

Remureration
Directors’ and Senior Executive Emoluments are outlined in the Directors' Report,

Due to the size of the Company a Remuneration Committee has not been established. The Board
determines the remuneraticn packages for Executive Directors and senior employees. Remuneration
levels are competitively set to attract and retain the most quatified and experienced directors and
senior employees.

The shareholders determine, at the annual general meeting, the aggregate remuneration of Non-
Executive directors. The only retirement benefits payable to Non-Executive Directors are statutory
superannuation payments,

Imterests of Stakeholders

The Company does not have a formal Code of Conduct covering obligations to legitimate stakeholders.
However the Board is fully aware of its obligations for Public or Social Accountability based on nctions
of egitimacy, fairness and ethics.
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Statement of Financial Performance

for the year ended 30 June 2004

Sales Revenue

Other revenue

Total Income

Cost of goods sold

Research and Development costs

Borrowing costs - other persons

Amortisation of Intangibles

Amortisation of Leasehold improvements

Depreciation

Employee and administration costs
Total Expenses

Share of net [losses) of associate

accounted for using the equity method

Profitf(Loss) from ordinary activities
before income tax

Income tax expense

Profit/(Loss} from ordinary activities
after income tax

Loss attributable to outside equity interests

Profit{{Loss) attributable to members
of the parent entity

Share issue costs

Total revenue and expenses attributable
to members of Psiron Ltd and recognised

directly in equity

Total changes in equity other than those
resulting from transactions with owners

as owners attributable to Psiron Lid

Basic earnings per share {cents per share)

Dituted earnings per share {cents per share}

23

2b

2¢

15

15

5
5

The accompanying notes form part of these financial statements.

10,036
779,805

885,384

310.841) |

(441,617}

{1,370,794) (441,817}
{125.319) (125,319}

{125319) | {125,319}

(566,936}



Statement of

as at 30 june 2004

inancial Position

Current Assets
Cash assets

Receivables

[nventories

Total Current Assets
Non-Current Assets
Plant and Equipment
Receivables

Investments

Intangible assets

Total Non—-Current Assets
Total Assets

Current Liabilities
Payables

Provisions

Total Current Liabilities
Total Liabilities

Net Assets

Equity
Parent Entity interest
Contributed Equity

Accumulated losses
Outside Equity Interest

Contributed Equity

Accumulated losses

Totat Equity

2003
% %

6 1.037.209 649,860
7 382,844 53,252
8 242,324

3 169,588 3,856
7 20,892 1,508,992
10 830,000 2,490,841

12
13

697,051 200,902

3,046,131 4,505,699

14 14,962.38
15 )

14,962,385

,505,699

The accompanying notes form part of these finagncial statements.



Statement of Cash Flows

for the year ended 30 june 2004

2003 2003
Cash Flows from Operating Activities 16
Receipts from customers 1,362,13 97,800
Payments to suppliers and empioyees (2,778,321 {832,984)
Interest received 180,652
Borrowing costs and interest = 03280 (1172 _«_(.9...511._‘.‘..?}.
Net cash provided by/{used in) operating activities {750,275}
Cash Flows from Investing Activities
Investment in controlled entities
- Analytica Ltd {550,000}
Investment in non-listed entity
- Injet Digital Aerosols Ltd {230,000}
- Brewer Retractable Technologies Pty Ltd -
Investment in associated company
- injet Digital Aerosols Ltd {310,841 {310,841}
Payments for property, plant and equipment = HB A1}  (3B577) . - laeB4l -
Net cash provided {used in} investing activities @3%1)
Cash Flows from Financing Activities
Proceeds from Share [ssue 3,345,083
Borrowings Convertible Notes {2,280,000}
Loan to controlled entity m£91?l3
Net cash provided byf [used in} financing activities 1,186,296
Net (decrease)fincrease in cash held {654,820}
Cash at the beginning of the year 1,304,680
Closing cash carried forward 649,860

The accompanying notes form part of these financial statements.



Notes to the Financial Statements

for the year ended 30 june 2004

1. Sumary of Significant Accounting Policies

This financial report is a general-purpose financial report that has been prepared in accordance with
Australian Accounting Standards, other authoritative pronouncements of the Australian Accounting
Standards Board, Urgent Issues Group Consensus Views and the Corporations Act 2001. The financial
report has been prepared on the accruals basis and is based on historicat costs and does not take into
account changing money values or, except where stated, current valuations of non-current assets.

Cost is based on the fair values of the consideration given in exchange for assets. The accounting policies
have been consistently applied, untess octherwise stated.

The following is a summary of the material accounting policies adopted by the economic entity in the
preparation of the financist report.

The financial report covers the economic entity of Psiron Ltd and controlled entities, and Psiron Ltd as
an individual parent entity. Psiron is a listed public company, incorporated and domicited in Australia.

a; Priviciples of Consolidation

A controlled entity is any entity controlied by Psiron Ltd. Control exists where Psiron Ltd has the capacity
to dominate the decision making in relation to the financial and operating policies of another entity so
that the other entity operates with Psiron Ltd to achieve the objectives of Psiron Ltd.

All inter-company balances and transactions between entities in the economic entity, including any
unrealised profits or losses, have been eliminated on consolidation.

Where controlied entities have entered or left the economic entity during the year, their operating
resuits were included from the date control was cbtained or until the date control ceased.

Outside interests in the equity and results of controlled entities are shown as a separate item in the
consotidated financiat report.

b} Income Tax

The economic entity adopts the liability method of tax-effect accounting whereby the income tax
expense is based on the profit from ordinary activities adjusted for any permanent differences.

Timing differences, arising due to the different accounting periods in which items of revenue and
expense are included in the determination of accounting profit and taxable income, are brought to
account as either a provision for deferred income tax or an asset described as future income tax benefit
at the rate of income tax applicable to the period when the benefit will be received or the liability will
become payable. Future income tax benefits are not brought to account uniess realisation of the asset
is assured beyond reasonable doubt. Future income tax benefits in relation to tax losses are not brought
to account unless there is virtual certainty of realisation of the benefit. The amount of benefits brought
to account or which may be realised in the future is based on the assumption that no adverse change
wilt occur in income taxation legislation and anticipates the economic entity will derive sufficient future
assessable income enabling the benefit to be realised and comply with the conditions of deductibility
imposed by the law.
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1. Summary of Significant Accounting Policies wominued
¢k Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured
products includes direct materials, direct fabour and an appropriate portion of variable and fixed
overheads. Overhezads are applied on the basis of normal operating capacity. Costs are assigned on the
basis of weighted average costs.

d) Property, Plant and Equipmend

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation. The carrying amount of property, plant and equipment is reviewed annualiy
by directors to ensure it is not in excess of the recoverable amount from these assets. The recoverable
amount is assessed on the basis of the expected net cash flows, received from the assets’ employment
and subsequent dispasal. The expected net cash flows were not discounted to their present values in
determining recoverable amounts.

The depreciable amount of all fixed assets is depreciated on a straight-line basis over their usefuf lives
to the economic entity commencing from the time the asset is held ready for use. Leasehold
improvements are amortised over the shorter of either the unexpired period of the lease or the estimated
useful lives of the improvements.

The depreciation rates for each class of degreciable assets are:

Leasehold Improvements 200%

Plant and Equipment 20 -~ 40%

el Giher Financist Assets

{it Non-current investmants

Non-current investments are carried at cost or at directors’ valuation. The carrying amount of
investments is reviewed annually by directors to ensure it is not in excess of the recoverable amount of
these investments. The recoverable amount is assessed from the underlying net assets of non-listed
investments. The expected net cash flows from investments were not discounted to their present value
in determining the recoverable amounts.

(i1} Research and Deueloprment Expenditure

Research and development costs are charged to profit from ordinary activities before income tax as
incurred or deferred where it is expected beyond any reasonable doubt that sufficient future tenefits
will be derived so as to recover those deferred costs.

f1 Intangibles

{i} Patents and Trademarks

Patents and trademarks are valued in the accounts at cost of acquisition and amortised over the period
of expected realisation of their benefits where there is certainty of future economic benefit.
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1. Sumrmary of Significant Accounting Policies wontnued
{it} Inteltectunl Property

Inteliectual Property has been brought to account at Directors’ valuation less a discount on acguisition
arising from the purchase of a contrelling interest in Analytica Ltd. The valuation was based on the
expected net cash fiows received from the assets employment. The expected net cash flows have been
discounted to their present values. No capital gains tax has been taken into account in determining
revalued amounts. Amortisation of Inteltectual Property commences in the month following acguisition.

g} Foreign Currency Transactions and Balences

Foreign currency transactions during the year are converted to Australian currency at the rates of
exchange applicable at the dates of the transactions. Amounts receivabie and payable in foreign
currencies at batance date are converted at the rates of exchange ruling at that date. The gains and
losses from conversions of short-term assets and liabilities, whether realised or unrealised, are included
in operating profit before income tax as they arise.

h} Employee Benefits

Provision is made for the econemic entity's liability for employee benefits arising from services rendered
by employees to the reporting date. Employee benefits expected to be settled within one year together
with benefits arising from wages and salaries, annual {eave and sick ieave which will be settied after one
year, have been measured at their nominal amounts on remuneration rates which are expected to be
paid when the liability Is settled. Other employee benefits payable later than one year have been
measured at the present vatue of the estimated future cash outflows to be made for those benefits.
Contributions are made by the economic entity to employee superannuation funds and charged as
expenses when incurred.

The company operates an employee share scheme. Profits and losses incurred by employees, being the
difference between the market value and the purchase price of the underlying share, are not recorded
by the Company as remuneration paid to employees.

i} Cash
For the purposes of the statement of cash flows, cash includes:
¢ cash at call and at call deposits with banks or financial institutions, net of bank overdrafts;

* investments in money market instruments with less than 14 days to maturity.

il Comparative Figures

Where required by Accounting Standards, comparative figures have been adjusted to conform with
changes in presentation for the current financial year.

k} Revenue

Revenue from the provision of services or the sale of goods is recognised upon the delivery of the
services and goods to customers. Al revenue is stated net of the amount of goods and services tax (GST).

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable
to the financial assets.



sotes to the Financial Staterments ontinoed

for the year ended 30 June 2004

1. Summary of Significant Accounting Policies wontinued:

1} Adoption of Austratian Bguivalents to lrdernational Financial Reporting Standarts

Australia is currently preparing for the introduction of international Financial Reporting Standards (IFRS)

effective for the financial year commencing 1 January 2005. This requires the production of accounting
data for future comparative purposes at the beginning of the next financial year.

The economic entity’s management, along with its auditors, are assessing the significance of these
changes and preparing for their implementation. The directors are of the opinion that the proposed
changes will have no material effect on the financial reports of the Company.

The key differences in the economic entity's accounting policies which will arise from adoption of IFRS are:
{it Impairment of Agseis

The entity currently determines the recoverable amount of an asset on the basis of undiscounted net
cash flows that will be received from the asset’s use and subsequent disposal. in terms of the pending
AASB 136 Impairment of Assets, the recoveratie amount of an asset will be determined as the higher of
fair vatue less costs to sell and value in use. It is likely that this change in accounting poficy will have
no material financiat effect on the Company.

{it} income Tax

Currently, the Company adopts the liability method of tax-effect accounting whereby the income tax
expense is based on the accounting profit adjusted for any permanent differences. Timing differences
are currently brought fo account as either a provision for deferred income tax or future tax benefit.
Under the Australian equivalent to 1AS 12, the entity will be required to adopt a balance sheet approach
under which temporary differences are identified for each asset and liability rather than the effects of
the timing and permanent differences between taxable income and accounting profit. it is likely that
this change in accounting policy will have no material financizl effect on the Company.

2003

%
Profit/(Loss) from ordinary activities before .
income tax has been determined after
a) Revenues
NSW State Grant 38,285 -
Licence fee 20,000 -
Refund from Research Project 162,897 162,897
Management fee from controlled entity - 97,800
Other income - Sorafin BIF Grant 1,418 1.418
Interest income
- controfied entities 157,676

- other parties

443,767
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2. Profit/i from Credin

20013
b) Expenses
Operating lease rentals 83,340 -
Remuneration of the auditor of the parent entity
- suditing and reviewing the financial reports 29,100 14,350
- other services 12,812 3,750

¢} Share of net profits/(losses) of asscciated
accounted for using the equity method

Share of profit{(ioss) {372.634) -
Shortfalt of loss exceeding carrying value 2003 61,793 -

Prior year shortfali carried forward to 2004 - -

(310841) -

Share of net {loss}

3. income Tax

The prima facie tax on the profit/{loss) from
ordinary activities before income tax is reconciled
to the income tax as follows:

Prima facie tax payable on profitf{icss) from
ordinary activities before income tax at 30% {731,093} {132,485}

Add Tax effect of:

- non deductible amortisation of
intetlectua! property 318,060 -

- non deductible gain on transfer of
accumulated toss arising from dilution
in holding of subsidiary company

- non deductible share of equity accounted loss

Future Income tax benefit {recognised)/ not recognised 413,033 132,485

income tax benefit attributable to oss
from ordinary activities before income tax

The Directors estimate the potential future income tax benefit at 30 June 2004 in respect of tax losses
not brought to account for the economic entity is $4,568,634 and for the parent entity $4,663,805.
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3. dncome Tax fcontinued:
This benefit for tax losses will only be obtained if:

(i} the economic entity derives future assessabie income of a nature and of an amount sufficient
to enable the benefit from deductions for the osses to be realised:

(ii} the economic entity continues to comply with the conditions for deductibility imposed by tax
legistation; and

{iii)no changes in tax legislation adversely affect the economic entity in realising the benefit from
the deductions for the losses.

DN

Bzlance of franking account at year end - - - -

4. Directors” And Executives” Remuneration
Pirectors and Specified Executives

(i} The Directors of Psiron Ltd at any time during the financial year were Stephen Jones (Chairman),
Julie Nutting {CED), Bryan Duthunty (Executive director}, Wolfgang Hanisch {Non-executive
director} and Ronald van der Pluijm {Non-executive directar).

(i} There were no specified executives of Psiron Ltd at any time during the financial year as executive
roles were carried out by directors:

irectors' Remuneration:

Mr Stephen Jones

Psiron Ltd 327,500
Anatytica Ltd 68,000
(DAL Ltd 66,500

Ms J Nutting (iv)
Psiron Ltd
Analytica Ltd

225,524
46,070

Mr Bryan Dulhunty (ifi)

Psiron Ltd 38,150

Anatytica Ltd 38,150
IDAL Ltd 38.150
Or W Hanisch

Psiron Ltd 38.150

Anatytica Ltd 35,800

IDAL Lte 30,664
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4. Directors” And Executives” Remuneration (continued)

Mr R van der Pluijm
Psiron Ltd
Anatytica Ltd

- 137,672

IDAL Ltd
I =T

03 i
Mr. Stephen Jones
Psiron Ltd 13,465 62,515
Analytica Ltd 11,000 58,233
DAL Ltd 26,750 40375

Ms J Nutting
Psiron Ltd
Analytica Ltd

91,442
40,187

Mr Bryan Dulhunty (i

Psiron Ltd 54,811
Analytica Ltd 15,895
IDAL Ltd 9,538
Dr W Hanisch

Psiron Lid 34,517
Anatytica Ltd 36,767
DAL Ltd 9,750
Mr R van der Pluijm

Psiran Ltd 258,530
DAL Ltd 60,000
Total 72,860

i} Consultancy fees are paid on normal commercial terms.

i} Deemed value of Options; The Shareholders approved the grant of these options at the 30 November
2003 Annual General Meeting.



sotes to the Financial Staternents

for the year ended 30 June 2004

4. Dvirectors” And Executives” Remuneration continued;

The accounting standards require the calculation of the deemed value to be based on the period of time
between the grant date of the options and their vesting date. As a result the full deemed value of these
options are reflected in this year's disclosure. However shareholders granted these options to Mr Jones
based on his services to the Company from when he joined in November 2000 and to retain his services
on a confinuing basis. In the four year period that Mr Jones has been with the Company, the Company
has been significantly restructured.

Some of the major achievements of the current board under Mr Jones' chairmanship have been:
s The signing of a major anti cancer licence;
* The acquisition of Analytica Ltd;

® The investment in Injet Digital Aerosols Ltd, and the subsequent announcement of its major licence
agreement with Canon inc of Japan;

¢ Support of the Company's investment in CBio Limited;
* Recommencement of development of the Company's intellectual property, Sorafin, in atopic dermatitis;
¢ The repayment of the Quadrant Capital convertible note facility.

Deemed value of options has been calculated in accordance with ASIC recommendations. The value of
the options is based on the deemed value of options on the grant date and have been valued using a
Black~Scholes pricing model, which takes account of factors including the option exercise price, the
current level and volatility of the underlying share price, the risk free interest rate, expected dividends
on the underlying share, current market price of the underlying share and the expected life of the option.
The cost of these opticns has been calculated by reference to the period between grant date and vesting
date and then amortised over that period.

The deemed value of options granted are as follows

Mr S fenes 1,500,000
Ron van der Pluijm 500,000
Bryan Duthunty 500,000

1.500,000
500,000

iii) Fees for the provision of financial and company secretarial services are paid to CoSA Pty Ltd, a
company of which Bryan Dulhunty is 2 director. Details of these payments are set out in the related
parties note 22.

iv) Commencing 1 December 2003 Ms Nutting took on the role of CEQ of Psiron Ltd and receives an
annual salary package of $272,500. Ms Nutting's empioyment contract provides for 2 6 month natice
of termination plus 2 months pay.

Shareholdings:

The following table sets out each director’s relevant interest in securities of the Company or a related
body corporate at the date of this report.

S lones 416,667
Dr W Hanisch

} Nutting

R van der Pluijm

B Dulhunty

504,667
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31

Mr Stephen fones -
Perfume Only
Pty Ltd (1) 50,000

Perfume Only
Pty Led (1) 250,000

Perfume Only
Pty Ltd
<Figer Trust>(1) 500,000

Perfume Only
Pty Ltd
<Tiger Trust>(1} 500,000

Perfume Only
Pty Ltd
<Tiger Trust>{1) 500,000

DFCT Pty Ltd {2) 500,000
DFCT Pty Ltd (2) 500,000
DFCT Pty Ltd (2) 500,000

Al Executives’

1,083,333
50.000

250,000

500,000
500,000
506,000
500,000

3,300,000

{1} An entity associated with Mr Ron van der Pluijm {2} An entity associated with Mr B Duihunty.
All options were issued free of charge, have vested and are exercisable at any date up to the expiry date.

Resmuneration Practices
The company's policy for determining the nature and amount of emoluments of board members and

senior executives of the company Is to pay rates commensurate necessary to atfract and retain the
superior skilis required to grow an early stage research and development company into 2 significant

internationat company.

5. Earnings Per Share

Basic earnings per share

Diluted earnings per share

Income and share data used in

the calculations of basic and diluted
earnings per share

Net Profitf{Loss}{$)

Weighted average number of ordinary
shares on issue in the calculation

of basic earnings per share

Effect of dilutive securities

Adjusted weighted average number
of ordinary shares and potential
ordinary shares used in calculating

Ailiibard Amrv e rAy FinAavra

{1.9 cents)
{1.8 cents}

(1,370,794

70,610,566
6,120,000

by Folie Bo ¥ o W off agdnd
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6. Cash Astets
Cash at Bank

Short-Term Investments

7. Receivables
Current

Trade debtors

Share lssue Receivable

Other receivables

Non-Current

Loan to subsidiary

Other receivables

8. inventories
Inventories at cost
-~ Raw materiais

- Work in Progress

- Finished Goods

9. Plant and Equipment
Plant and Equipment - at Cost

Less: Accumulated Bepreciation

Leasehold Improvements - at Cost

less: Accumulated Amortisation

Total Property, Plant and Equipment

200%

QI.
N

468,254

245,671

382,844

80,905
568,955

649,860

1,488,000
20,992
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9. Plant and Equipment continved:

Reconciliation of the carrying amounts at the beginning and end of the current and previous
financial year

2001

Ptant, equipment at cost 0
Carrying amounts at beginning 13,692
Additions -
Disposals at WY -
Depreciation expense (10,036}
Balance at end of year 3,656
Leasehold Improvements at cost
Carrying amounts at beginning -
Additions -
Disposats at WDV -
Amortisation expense -
Balance at end of year -
10, {a) Investrents at Cost
Investment in controlled entity
~ Analytica Ltd 1,350,000
Investment in unlisted entity
~ CBio Ltd {3.4% ownership interest) 600,000
- injet Digital Aergseis Inc

[39.0% ownership interest) 230,000
[nvestment in egquity accounted associate
~ Infet Digital Aerosois Ltd (IDAL) 310847

2,490,841

The Directors have reviewed the carrying valye of the investments and believe they are fairly valued.

CBio Ltd (3.4% ownership interest) is a biotech develcpment company based in Queensiand. It is
developing technology based on chaperonin 10. It has undertaken Phase | clinical trials in Adelaide, the
resuits of which should be published towards the end of 2004 In the 2004-5 firancial year, CBio will
commence Phase |l studies in multiple sclerosis, rheumatoid arthritis and inflammatory bowe! disease.
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10. (&) Investmesnts at Cost wontinued)

Injet Digitat Aerosols Inc {38.0% ownership interest) and injet Digital Aerosals Limited (IDAL) (50%
ownership interest] have an interest in intellectual preperty relating to the administration of drugs via
inhalation using inkjet printer cartridge technology. On 27th August 2003, IDAL executed a licence
agreement with Canon inc of Japan for its seven patent families. The agreement gives Canon worldwide
exclusive rights to develop and commercialise the technology, for which IDAL would receive an upfront
payment and royalties on Canon's income from the device. To date, IDAL has received two-thirds of the
upfront payment in {ine with expectations. Royalties will flow following commercialisation of the device.
Under the agreement Canon is responsible for completing the development, clinical trialling and
regulatory approval necessary to get the technology to market.

2003

&
N

10, (b Investments Accournted
for using the Equity Method

a) IDAL 50% ownership interest

Share of associate’s net profitf{loss} after tax (372,834}
Shortfall of loss exceeding carrying value 2003
Pricr vear shortfall carried forward

Share of net {{oss)

b} Carrying amount of investment

Balance at beginning of year

New investment

Share of loss to extent of carrying amount
Carrying amount of investment

in associate at end of year

¢) Share of associate’s assets and liabilities
Current Assets 178,241

Non-current assets 2,209

Current labilities {170,589)

Net Assets
d) Accumulated fosses attributable to associate
Balance at beginning of year

Share of associate's net profits/{losses)

Balance at end of year
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11, intangibles
Intellectual Property

- Brewer Retractable
Technologies Pty Ltd (i)

- sPLA at Directors vatuaticn 2120414

(1,060,200}

1,060,214

less Accumutated amortisation

(7} Acquisition of Inteliectual Property - Brewer Retractabie Technologies Pty Ltd. Cn 28 June 2004
Analytica Ltd issued 40 million shares and paid $0.5 million to acquire Brewer Retractatie
Technologies Pty Ltd. Brewer Retractable Technologies Pty Ltd had no assets or liabilities other than
Intelfectual Property relating to retractable syringes. The shares issued were valued at 8.5 cents each.
This approximates market value as it was the same value of shares issued under a rights issue by
Analytica Ltd, completed on the 28 June 2004. The rights issue was carried out to fund the
development of the acguired technology.

Under the Brewer agreement a further 20 million shares will be issued when the retractable syringe
can be registered in both Australia and the US. A royalty will also be paid on direct saies of 0.75%
and 12.5% on any royalties received by Analytica.

Brewer awns patents, patent applications and know-how in refation to retractable technclogies. The
syringe being developed by Analytica will operate in a similar fashion to existing standard syringes,
however it will have the added benefit of automatic retraction upon full depression of the plunger.

12. Payables

Current

Trade creditors 322,961 103,776

Amounts due to administrator 200,000 -

Other unsecured o - -
522,961 103,776

13. Provisions

Emplovee benefits

- Provision for Annual Leave 54,587 23,781

- Provision for Long Service Leave 47,718 33,785

Provision for audit 20,9580 8,950

Provision for tax services 23,235 15,000

Other 27,600 15.800
174,090 97,126

At 30 June 2004 the economic entity had 9 employees (2003:10]
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14, Contributed Equity
Ordinary shares

Listed Options

Unlisted Options

- Employee

- Other

{a) Ordinary shares

At the beginning of the reporting period

Shares Issued during the year

Exercise of 31 December 2002 options
Oversubscription

Placement on 28 April 2003

Share purchase plan 7 Cct 03
Placement Underwriting Fee

Convertible Note taken up 30 April 2003
Exercise of 6 Dec 2006 options

Exercise of 31 Dec 2005 Options

Rights issue costs

At the end of the reporting period

i Nurmber
20603 2003

{a) 14,962,138 85,879,043

1,170,000
4,950,000

62,487,227

12,491,482
334
8,000,600

250,000 2,000,000

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in
proportion to the number of shares held. Af shareholders meetings each ordinary share is entitled to cne
vote when a paolt is called, otherwise each shareholder has one vote on a show of hands.

(b} Listed Options

At the beginning of the year

Options issued during the year at no cost
Options expired during the year

Number at the end of the year

12,491,482

(12,491,482)

Listed options expired on 31 December 2002 at an exercise price of 12 cents,
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T4, Contributed Equity continued

Number
2003
(¢} Uniisted Options — Empioyee share scheme

Movements in options issued under the
employee share scheme during the year

Number at the beginning of the reporting period 1,170,000

~ Lapsed

Number at the end of the reporting period

31 August 1999 150,000 30 Aug 09 24.5 cents
21 October 1399 1,000,000 21 Oct 08 43.5 cents
18 April 2001 20,000 18 April 11 34.5 cents
Total on issue 1,170,000

The employee share scheme options are issued on the following terms:
{a} each option entitles the participant to acquire an unissued ordinary share in the Company;
(b} aliocations of options will be limited to 10% of issued shares in the Company;

{c} the exercise price of all optiens except those issued on 21 October 1839 is the market value at the
date of grant. The exercise price of the options issued on 21 October 1983 is 120% of the market
value at that date. Market value is the average market price of shares five trading days prior to issue;

{d} options are unlisted and are not transferable;
{e) options not exercised within the prescribed period will lapse;
{f} each option has no voting or dividend rights;

{g) upon the exercise of the options, a participant will be entitled to receive any bonus issue shares
which would have been received had the participant been a shareholder at the time of the bonus
issue made pro-rata to other shareholders, aiso, where the Company raises capital by way of a
pro-rata rights issue to shareholders, there is 3 proportional adjustment made to the option price
issue in such cases;

{h} all ful! time employees for at least twelve months are eligible employees.
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14, Contributed Equity continued)

d)} Other unlisted options issued
Movements in options issued during the year

Number at the beginning of the reporting period

- issued

- Exercised

- Lapsed

Number at the end of the reporting period

Mr Richard Thomas
Mr Ralph Papandrea

Perfume Only
Pty Lid

Perfume Only
Pty Ltd

Sir james Killen

Colorado
Investments Pty Ltd

Colorado
Investments Pty Ltd

Mr Stephen Jones (1)
Sir James Killen {2}

Perfume Only
Pty Ltd <Tiger Trust>

Perfume Only
Pty Ltd <Tiger Trust> (3)

Perfume Only
Pty Ltg <Tiger Trust>

DFCT Pty Ltd
DFCT Pty Ltd
DFCT Pty Ltd

200,000

200,000
56,000 50,000

250,000
250,000

250,000
250,000

500,000 500,000

500,000 500,000
- 1,083,333
400,000

500,000

500,000 |
500,000
500,000 °

4,950,000 |




notes to the Financial Statements iontinged;

for the year ended 30 june 2004

14. Contributed Equity Gontrued:

{1} 1,500,000 options were issued to Mr Stephen Jjones, the Chairman of the Company, after approval at
the November 2003 AGM. Mr jones exercised 416,667 of these options on 14 May 2004 at $0.12 per
share. No amounts remsin as unpaid.

{2) 400,000 options were issued to Sir James Killen, former director ang Chairman, on 9 fune 2004.

{3) 500,000 options exercised during the year by a company associated with Ron van der Pluijm at
$0.1152 per share. No amounts remain as unpaid.

The follewing terms and caenditions apply to other optiens issued:

a} options issued entitle the holder to acquire an unissued ordinary share in the Company;
b) the options are untisted and not transferable;
¢} options not exercised in the prescribed period witl Japse;

(
{
{
{

d} each option has no voting or dividend rights.

If all unlisted options are exercised in accordance with their terms of issue, §,703.333 shares would be
issued {2003 - 6,120,000} and Contributed Equity would increase by $2.27 mittion {2003~ $2.50 million).

15, Accumulated Losses
Accumutated losses at the beginning of the year
Profitf{Loss} for the year 15 {

Accumulated losses at the end of the year

(i) Reconcitiation of movements in profit for the year

% §

Operating Result {a) {311,656} {2,217,659) {3,128,315}
Change in ownership % (b) 970,182 (970,182) -
Profit for the year 58,526 (3,187,841 (3,128,315}

{a) Outside equity interest: This represents the interest that the parent entity and external shareholders
in Analytica Ltd are entitied to, in the loss of Analytica Ltd for the year.

(b) Change in ownership percentage: During the year the parent entity's ownership interest in
Analytica Ltd was reduced from 49.3% to 28.4%. The parent entity's dilution resulted from Analytica
Ltd issuing shares under a share purchase plan which limited each shareholder to a maximum share
purchase of $5,000 and the issue of shares for the acquisition of Brewer Retractable Technologies
Pty Ltd.

As a result of this dilution the parent entity's interest in accumulated fosses of Analytica Ltd
decreased and the interests of external shareholders increased both by $970,182. This change in
ownership percentage caused the transfer of these accumulated losses from the parent entity to
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16. Cash Flow Information

(i} Reconciliation of Cash Flow from operations
with loss from ordinary activities after income tax

Net Cash Inflow/{Qutflow} from Operating Activities

Depreciation and Amortisation

Share of less of associate accounted
for using the equity method

{Decrease)fincrease in other receivabies
{Decrease)fincrease in inventories
{Increase}{decrease in accounts payable
Decrease in provisions

Decrease in other payabies

Increase in prepaid expenses

Non cash loans to subsidiaries

Loss from ordinary activities after Income Tax

(i) Acquisition Of Controlied Entity

On 28 June 2004 Analytica Ltd acquired
100% of Brewer Retractable Technaologies

Pty Ltd. Refer to Note 11 for additional details:

Purchase consideration

Cash consideration

Assets and liabilities held at acquisition date:
Cash

Creditors

Intellectual Property

2003

{1,503,861
{1,113,566

(310,841

(21,401
30,577
7,469
274,645
200,000

2003

{750,275}
(10,036}

{6,731}
20,702
304,723

(441-,61 7}



~iates to the Financial Staternents

for the year ended 30 June 2004

16, Cash Flow tnformation consinued:

(ili) Financing Facilities: At 30 June 2004 the parent entity had a $5million convertible note facility with
Austratian Technclogy innovation Fund Ltd, an entity associated with directors Mr Stephen Jones and
Dr. Wolf Hanisch. The ability to draw down this facility is subject to compliance with ASX listing rules.

Other than this facility the parent and its controlied entities had no credit standby arrangements

or used and unused loan facilities.

17, Cortrolled Entities

Controlied entities and contribution
to Economic Entity Loss:

Psiron Ltd

Whoily owned subsidiaries of Psiron Ltd:

~ MS Therapeutics Pty Ltd
- Medical innovations Ltd

- Diagnostics Australia PL

Controlied Entities of Psiron Ltd
~Analytica Ltd

Controlled entities cf Analytica Lid
- Graesser Pty Ltd
~ YL Brands Pty Ltd

- Brewer Retractable
Technologies Pty Lid

Controlled entities of Graesser
-Flair [PLA} R ang D PL
~Active (PLA} R and D PL
~Heracles {PLA] R and D PL
-Apeida (PLA] R and B PL
-Edzell {(PLA} R and D PL
-Neorthmoor {PLA) R and D PL
-HSC {PLA) R and O PL

Share of net {losses) of associate
accounted for using the equity method

Austratia

Australia
Australia

Austratia

Australia

Australia

Australia

Austratia

Australia
Austratia
Australia
Austratia
Austratia
Australia

Austratia

2003
@

N7

{979,155)
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nt inforrmation

2003
$

Operating revenue
Sales to customers 1,046,374
Other 252,127
Segment Revenue _}i@l
Share of net (losses) of
associate accounted for
using the equity method {310,841}
Segment Result _{2_4316_9_7_ 8}
Segment Assets 3,743,182
Segment Liabilities 697,051
Investments accounted
for using the equity method. -
Crdinary operating expenses
are after charging:
- Depreciation and Amortisati 53,366
- Amortisation of IP {1,060,200)
- R and D costs (135,129}
Assets acquired 38577

The econamic entity derived income during the year ended 30 June 2004 from:

* The manufacture and distribution of diagnostic products, and

¢ income from investment of surplus funds to support the economic entity's biotechnology, medical
research and development programs.

Geographical Segment

The activities of the Company take place principally on the east coast of Austrahia.
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19. Capital and leasing
cornmitments
aj Commitments - Operating Lease

~ Non-cancellable operating lease
contracted for but not capitalised
in the financial statements payable

- not later than 1 year 83,245 -

- {ater than 1 year but not later than
2 years 893,245 -

b} investment in Infet Digital Aerosols Ltd:
At June 2003 the Company had a contractual
commitment to invest an additional $189,159
in IDAL. This investment was made during

the year. 188,159

The Operating Lease commitment relates to the {ease of the manufacturing facilities, which have a
currency of one year. in addition to the rentals payable, the lessee is responsible for defined outgoings
and all rentals are subject tc annual reviews based on specific consumer price indices.

20. Contingent Liabilities/guarantee

Psiron and the Australian Technology Innovation Fund Limited, jointly and severally, have to guarantee
the performance of the obligations of InJet Digital Aerosols Limited {IDAL} in the licence agreement
between Canon Inc and IDAL The guarantee includes, without limitation, the grant of the exclusive
licence of the patents to Canen and the refund of the initial upfront fee of US$1 miliion to Canon in
case of a material breach of the licence agreement by IDAL

In the subsidiary company, Analytica Ltd, an additional 20 million shares will be issued under certain
conditions for the acquisition of Brewer Retractablie Technologies Pty Ltd.

At the date of this report there are no other known contingent liabilities.

21, Financial Instrgments

The economic entity's exposure to interest rate risk that a financial instrument's value will fluctuate as
a resutt of changes in market interest rates and the effective weighted average interest rates on those
financial assets and financial liabilities, is as follows:



2003

i3
Financial assets:
Floating Interest rate
- Cash at bank

Non Interest Bearing

1,037,209

- Receivables _351&844

Tota! Financial assets

Financial liabilities:

Non interest
- Trade and Sundry creditors 522861

522,861

Total Financial Liabilities

Credit Risk: The economic entity has a sole Australian distributor for its subsidiary’s medical products.

Net falr vatue: Al financial assets and liabilities are shown at their net fair value.

-

22. Related Parties

Transactions with related parties:

4] Share Transactions of Directors

Details of Directors’ holdings and transactions in eguity securities of the Company are set in
Note 4 - Directors’ Remuneration.

b} Gther Transactions with Director

Directors receive a fixed director’s fee. if any director performs additional services for the economic
entity they are paid a fee based on normal commercial terms. These payments are detailed Note 4.

Stephen jones and Dr Hanisch are both directors of Australian Technology Innovation Fund Ltd. During
the vear Analytica acquired Brewer Retractable Technologies Pty Ltd. Australian Technology innovation
Fund Ltd owned 50% of the share capital of Brewer Retractable Technologies Pty Ltd. An independent
expert's report was prepared and sent to shareholders. At a general meeting, shareholders unanimously
agreed to the transaction.

The Company has an investment in CBio Ltd a company of which Mr Stephen Jones and Dr Wolf Hanisch
are directors, These directors excluded themseives from the decision to make this investment.
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27, Related Parties (continued:

¢k Transzetions with Uirector-related Entitles fcontinued)

Bryan Dulhunty is a director of CoSA Pty Ltd. CoSA was paid consuiting fees of $54,085 {2003 $65,700)
by Psiron, $63,495 {2003: $61,140) by Analytica Ltd and $38,872 (2003: $24,375) by IDAL on normal
commercial terms for the provision of financial management and company secretarial services

23, Events Subsequent to Reporting Date
Subsequent to the end of the year Psiron announced the signing of a licence agreement with ViroTarg

Pty Ltd fo acquire the intellectual property relating to use of oncolytic viruses for the treatment of a
range of cancers such as melanoma, breast, prostate, ovarian, gastric, colorectat and lymphoid.

The company also placed 13.3 million shares at 13 cents per share, raising $2.5 miltion on 12th August 2004.

No other matters or circumstances have arisen since the end of the financial year, which significantly
affected or may significantly affect the operations of the economic entity, the resuits of those operations
or the state of affairs of the economic entity in subsequent financial years.

24. Corporate Structure
Psiron Ltd is 2 company limited by shares that is incorporated and domiciled in Australia. Psiron Ltd has

prepared a consolidated financial report incorporating the entities that it controlled during the financial
year, being:

Analytica Ltd - 28.4% owned by Psiron, and ALT's subsidiaries, Graesser Pty Ltd {100% owned subsidiary
of ALT) and Graesser's wholly owned subsidiaries, YL Brands Pty Ltd - 95% ALT-owned subsidiary: a
non-trading subsidiary. ALT acquired 100% subsidiary Brewer Retractable Technologies Pty Lid,
a company developing retractable syringe technology, on 28 June 2004. Analytica Ltd is consotidated as
it is deemed to be controiled by Psiron. Psiron controls the composition of the board of directors of
Analytica and the casting of the majcrity of votes at a board meeting of Analytica. Two directors of
Psiron, Stephen Jones and Wolf Hanisch are also directors of Australian Technology Innovation Fund Ltd
{ATIF). At the date of this report ATIF has a substantial shareholding in Analytica Ltd.

Psiron - also controls 100% of the following non-trading subsidiaries, MS Therapeutics Pty Ltd, Medical
Innovations Ltd and Diagnostics Australia Pty Ltd.



Directors’ Declaration
for the period ended 30 june 2004

The Directors of the company declare that:
1. the financial report, as set out on pages 11 to 36:

{a) complies with Accounting Standards, ather mandatory reporting requirements and the
Corporations Act 2001, and

{b] gives a true and fair view of the financiat position as at 30 June 2004 and of the performance
for the year ended on that date.

2. in the directors’ opinion there are reasonable grounds to betieve that the Company will be able to
pay its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors:

Stephen Jones
Chairman

Signed 31st August 2004



Independent Audit Report to the Members of Psiron Lid
for the year ended 30 June 2004

Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance,
statement of cash flows, accompanying notes to the financial statements and the directors’ decigration for
Psiron Ltd {the company) and Psiron Ltd (the consolidated entity), for the year ended 30 june 2004. The
consolidated entity comprises both the company and the entities it controlled during that year.

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance with the (Corporations Act 2001. This includes responsibility for the
maintenance of adequate accounting records and internal controls that are designed to prevent and detect
fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.

Auclit Approach

We congucted an independent audit in order to express an opinion to the members of the company. Our
audit was conducted in accordance with Australian Auditing Standards in order to provide reasonable
assurance as to whether the financial report is free of material misstatement. The nature of an audit is
influenced by factors such as the use of professional judgment, selective testing, the inherent limitations
of internal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit
cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, including compliance with Accounting Standards and other
mandatory financial reporting requirements in Austratia, a view which is consistent with our
understanding of the company's and the consolidated entity's financial position, and of their performance
as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

- examining, on a test basis, information fo provide evidence supporting the amounts and disclosures in
the financial report, and

- assessing the appropriateness of the accounting policies and disclosures used and the reasonableness
of significant accounting estimates made by the directors.

White we considered the effectiveness of management's internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance cn
internal controls.

Independence

In conducting our audit, we followed applicatie independence requirements of Australian professicnal
ethical pronouncements and the Corporations Act 2001

Audit Opinion
In our opinion, the financial report of Psiron Ltd is in accordance with:
a. the Corporations Act 2001, including:

. giving a true and fair view of the company's and consolidated entity's financial position as at 30
June 2004 and of their performance for the year ended on that date; and

ii. complying with Accounting Standards in Austratia and the Corporations Regulations 2001; and
b. other mandatory professional reporting requirements in Australia.

BENTLEYS MRI
Brisbane Partnership R J Forbes
Chartered Accountants Partner



Shareholder Information

for the year ended 30 June 2004

ASX Additional Information

Additional information required by the Australian Stock Exchange Ltd and not shown elsewhere in this
report is as foliows. The information is current as at 18 September 2004.

a Twenty largest shareholters

The names of the twenty targest holders of quoted shares are:

Number of shaves e of ordinary shares
Australian Technology Innovation Fund Limited 3.546,844 3.36
Yarandi investments Pty Ltd 3,139,860 2.98
MPAMM Pty Ltd 2,397,317 2.27
Walker Corporation 2,300,000 2.18
Dalrose Pty Ltd 1,436,087 1.38
Tambien Pty Ltd 1,436,087 1.36
Hishenk Pty Ltd 1.375,000 1.30
P A Hain 1,200,000 1.14
Davies Nominees Pty Ltd 1,061,842 1.0t
Dunns Creek Holdings Pty Limited 1,049,718 1.00
Mark Camilleri 1.040,240 0.99
Mrs Kam Dai Chan 1,025,000 0.97
Pacific Eagle Equities Pty Ltd 1,000,000 0.85
Kuba Enterprises Pty Ltd ©33,087 .88
Mr G E Moir 800,517 0.85
UGUMIIL Pty Ltd 900,600 0.85
RBC Giobal Services Australia Nominees Pty Ltd 754,365 0.72
Camdare Pty Limited 736,201 0.70
Mr {an Milligan 719,866 0.68
CJ Kincaid 700,000 0.65

Total 27,652,031 26.20




Shareholder Information continued

for the year ended 30 june 2004

b} Nstribution of equity securities

The number of shareholders, by size of holding, in each class of shares is:

1 1.000 172 122,007

1,001 5,000 744 2,408,771
5,001 10,000 553 4,580,477
10,001 100,000 1.036 36,762,325
106,001 and over 178 61,568,017
Total 2,683 105,441,587

The number of shareholders holding less than a marketable parcel of shares is 2084.

el Substantial shereholders

There are no substantial shareholders who have notified the Company in accordance with section
6718 of the Corporations Act 2001,

i} Voting rights

Al ordinary shares carry one vote per share without restriction.






